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SECRET SECTION 1 OF 3 TOKYO 1308 

FOR THE VICE PRESIDENT 

E.O. 11652: GDS 
TAGS: US, JA, PFOR 

SUBJECT: STAGE SETTING FOR VICE PRESIDENT MOND ALE'S VISIT TO TOKYO 

JAPAN LOOKS FORWARD TO VICE PRESIDENT'S VISIT 

1 . INTENSE JAPANESE INTEREST IN VICE PRESIDENT MOND ALE'S 
VISIT HAS BEEN HEIGHTENED AS THEY HAVE FOLLOWED DETAILED 
REPORTS OF THE EUROPEAN PORTION OF HIS TRIP. THE JAPANESE 
LEADERSHIP HAD BEEN EAGER TO ESTABLISH EARLY DIRECT CONTACT 
WITH THE CARTER ADMINISTRATION, AND WERE DELIGHTED WHEN 
JAPAN WAS INCLUDED ON THE ITINERARY. THE VISIT IS REGARDED 

IN ALL QUARTERS AS NEARLY EQUIVALENT TO DIRECT DIALOGUE WITH THE 
PRESIDENT. 

2. MEDIA COVERAGE OF THE VICE PRESIDENT'S TRIP TO DATE HAS 
BEEN DECIDEDLY UPBEAT, NOTING THAT THIS FIRST STAGE OF THE 
CARTER DIPLOMACY IS APPARENTLY ALLAYING ANY MISGIVINGS AMONG 
AMERICA'S ALLIES THAT THEY NEED FEAR NEW OR SUDDEN POLICY 
DEPARTURES. THE COMMON THEME IS THAT THE TRIP HAS SERVED TO 
DEMONSTRATE THE IMPORTANCE ATTACHED BY THE NEW US ADMINISTRATION 
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TO INCREASED COOPERATION BETWEEN THE ADVANCED INDUSTRIAL 
DEMOCRACIES, PARTICULARLY IN THE COORDINATION OF THEIR 
ECONOMIC POLICIES. UNDERLYING THIS HOWEVER, IS SOME APPREHENSION 
THAT THE VICE PRESIDENT'S CALL TO NATO MEMBERS TO 
CONTRIBUTE MORE TO THEIR COMMON DEFENSE MIGHT PRESAGE A 
SIMILAR REQUEST TO JAPAN TO INCREASE SECURITY EXPENDITURES. 
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3. AGENDA ITEMS OF PARTICULAR INTEREST TO GOJ. 

A) ECONOMIC REVIVAL - FUKUDA RECOGNIZES BOTH THE 
DOMESTIC AND INTERNATIONAL IMPORTANCE OF TAKING STEPS TO 
STIMULATE THE IAPANESE ECONOMY. HE HAS BEEN WATCHING 
CAREFULLY TO SEE HOW THE DOMESTIC ECONOMIC POLICY OF THE 
NEW AMERICAN ADMINISTRATION WILL DEVELOP AND WHAT THE 
IMPLICATIONS FOR IAPAN WILL BE. FUKUDA WILL DEFINITELY 
WANT TO BE SEEN TO BE PART OF A COMBINED EFFORT BY THE 
STRONGER INDUSTRIALIZED ECONOMIES TO ACCELERATE GROWTH. 

NOT ONLY IS HE HIGHLY SYMPATHETIC TO THE CONCEPT, BUT 

AN INTERNATIONAL COMMITMENT TO IOINT ECONOMIC EFFORTS WOULD 
BE USEFUL TO HIM IN DOMESTIC TERMS. REAL GNP GROWTH 
IN JAPAN OF ABOUT 5.7 PERCENT THIS FISCAL YEAR WAS NOT ENOUGH 
TO REBUILD BUSINESS CONFIDENCE AND JAPANESE BUSINESSMEN, 

WHO TRADITIONALLY ARE THE MAIN SUPPORTERS OF FUKUDA'S 
LIBERAL DEMOCRATIC PARTY, HAVE BEEN CALLING FOR SIGNIFICANTLY 
MORE GOVERNMENT SUPPORT FOR THE ECONOMY. 

IN RESPONSE TO PRESSURES AT HOME AND ABROAD FOR STIMULATORY 
MEASURES, THE FUKUDA GOVERNMENT WILL SUBMIT TO THE DIET A BUDGET 
17 PERCENT LARGER THAN THAT FOR THE CURRENT FISCAL YEAR AND WHICH 
PROJECTS A DOLS 29 BILLION DEFICIT. IT PLANS FOR A 6.7 PERCENT 
GROWTH AND PROVIDES STIMULUS THROUGH EXPANDED PUBLIC WORKS 
EXPENDITURES AND A SMALL TAX CUT. DEFENSE EXPENDITURES, WHILE 11.8 
PERCENT ABOVE LAST YEAR, REMAIN ONLY .88 PERCENT OF GNP. FUKUDA 
HAS GONE OUT OF HIS WAY TO PORTRAY HIS BUDGET AS STIMULATIVE, 

BUT HE IS PROBABLY APPREHENSIVE THAT OTHER COUNTRIES, INCLUDING 
THE US, WILL PRESS FOR A GREATER EFFORT. HIS RESPONSE PROBABLY 
WOULD BE TO DEFEND HIS GAME PLAN AS THE MOST THAT CAN BE DONE 
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WITHIN THE CONSTRAINTS HE BELIEVES HE MUST OPERATE, INCLUDING 
THE NECESSITY TO AVOID REKINDLING INFLATIONARY FIRES. 

B ) THE NEXT SUMMIT - THE GOJ VALUES PAST ECONOMIC 

SUMMITS AND HAS ASSUMED THAT A FURTHER MEETING WOULD BE HELD 
AT PRESIDENT CARTER S INITIATIVE BEFORE LONG. ALTHOUGH THERE 
HAS BEEN A GOOD DEAL OF SPECULATION WHETHER IT WOULD NOT 
BE LOGICAL TO HAVE THE NEXT SESSION IN JAPAN, FUKUDA'S 
CURRENT ATTITUDE TOWARD THE SITE IS COMPLETELY 
FLEXIBLE. AS ONE GOVERNMENT OFFICIAL EXPRESSED IT, 

"NOT POSITIVELY NEGATIVE BUT NOT ACTIVELY POSITIVE"- 
IN OTHER WORDS, IF PRESIDENT CARTER WISHED TO HAVE A MEETING 
IN JAPAN, BARKIS WOULD BE WILLIN'. AS TO AN AGENDA, 

THE JAPANESE WOULD BE PREPARED TO DISCUSS THE WHOLE GAMUT 
OF TOPICS OF TRILATERAL INTEREST, E.G., MESHING OF DOMESTIC 
ECONOMIC PROGRAMS, TRADE AND PROTECTIONISM, NORTH-SOUTH 
ISSUES AND OPEC-RELATED QUESTIONS. THE FOREIGN OFFICE, HOWEVER, 

HAS EXPRESSED SOME CONCERN FOR REPORTS THAT THE AGENDA OF THE 
NEXT SUMMIT MAY BE ENLARGED TO INCLUDE "POLITICAL" ISSUES, 
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AND THE PRIME MINISTER MAY PROBE FOR INDICATIONS OF WHAT 
SPECIFICALLY THE US AND OTHER PARTICIPANTS MAY HAVE IN MIND. 


SECRET 


NNN 

SECRET 

PAGE 01 TOKYO 01308 02 OF 03 2809 17Z 
ACTION EA-09 

INFO OCT-01 ISO-OO PM-04 NSC-05 SP-02 SS-15 A-01 SY-05 
USSS-00 OC-06 CCO-OO OPR-02 CIAE-00 INR-07 NSAE-00 
DODE-OO USIE-00 PRS-01 TRSE-00 EB-08 ACDA-07 OES-06 
SSO-OO NSCE-00 INRE-00 /079 W 

280923Z 084017/10 

O 2807 10Z JAN 77 
FM AMEMBASSY TOKYO 
TO AMEMBASSY PARIS NIACT IMMEDIATE 
INFO SECSTATE WASHDC IMMEDIATE 5093 

SECRET SECTION 2 OF 3 TOKYO 1308 

FOR THE VICE PRESIDENT 

C) TRADE AND PROTECTIONISM - THE JAPANESE ARE REACTING 
DEFENSIVELY TO THE ANNOUNCEMENT THIS WEEK THAT JAPAN RECORDED 
A DOLS 9.9 BILLION TRADE SURPLUS FOR 1976 . WHILE 
DEFENDING JAPAN'S TRADE PERFORMANCE IN 1976 AS THE CON- 
SEQUENCE OF DIFFERING PATTERNS OF ECONOMIC RECOVERY, BOTH 
MEDIA AND GOJ OFFICIALS HAVE DWELLED TO AN UNUSUAL DEGREE 
ON ANTICIPATED CRITICISM FROM ABROAD. THEY ARE QUICK TO 
POINT OUT THAT ON CURRENT ACCOUNT, THE FAVORABLE BALANCE IS 
ONLY DOLS 3.7 BILLION. BILATERAL BALANCES HAVE ALSO DRAWN 
ATTENTION AS POTENTIAL SOURCES OF FRICTION. JAPAN S SURPLUS WITH 
THE EC (ESTIMATED AT OVER DOLS 94 BILLION) HAS OCCUPIED THE 
CENTER STAGE FOR SEVERAL MONTHS, BUT A DOLS 5.5 BILLION FAVORABLE 
BALANCE WITH US IS MORE THAN A LITTLE WORRISOME. 

IN ADDITION TO THE SIZE OF BALANCE-OF-TRADE SURPLUSES THE 
JAPANESE ARE WORRIED ABOUT BEING "AMBUSHED" BY THE U.S. INDUSTRIES 
WHICH HAVE MULTIPLE MECHANISMS TO SEEK REDRESS FOR 
PERCEIVED INJURY ABROAD. FUKUDA WILL BE ALERT FOR ANY 
HINTS ABOUT THE NEW ADMINISTRATION S ATTITUDE TOWARD WORLD- 
TRADE POLICY. 
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THE WRINGING OF COLLECTIVE HANDS OVER THE WORLD’S REACTION 
TO JAPAN'S FAVORABLE BALANCE HAS NOT, HOWEVER, PRODUCED 
ANY QUICK-FIX SHORT-TERM SOLUTIONS. THE FOREIGN OFFICE HAS TAKEN 
THE UNUSUAL STEP OF HOLDING A FULL-FLEDGED BRIEFING FOR FOREIGN 
CORRESPONDENTS ON THE INTERNATIONAL IMPLICATIONS OF THE 
GOVERNMENTS PROPOSED BUDGET. BUT THEY REALIZE BUDGET SIMULUS ALONE 
WILL NOT HAVE SUFFICIENT IMPACT ON THE TRADE ACCOUNT IN THE 
MONTHS AHEAD TO ELIMINATE THE POTENTIAL FOR TRADE FRICTIONS. 

NEITHER DOES THE GOJ SEEM TO BELIEVE IT CAN-FOR LEGAL AND 
POLITICAL REASONS-TAKE MANY CONCRETE STEPS TO PROMOTE IMPORTS 
DIRECTLY. BASICALLY THE JAPANESE HOPE THAT GENERAL WORLD 
ECONOMIC RECOVERY WILL BRING OTHER NATIONS' TRADE ACCOUNTS 
INTO BETTER BALANCE AND THEREBY RELIEVE THE PRESSURE ON JAPAN. 

D) NORTH-SOUTH PROBLEMS-ADVANCING THE DIALOGUE 
JAPAN HAS A VITAL INTEREST IN THE DEVELOPING 

COUNTRIES WHICH SUPPLY 55 PERCENT OF JAPANESE IMPORTS AND A 
MARKET FOR 46 PERCENT OF ITS TOTAL EXPORTS. WHILE AN EXPANDING 
WORLD ECONOMY WILL HELP JAPAN'S STANDING WITH THESE 
COUNTRIES, THEY WILL CONTINUE TO PRESS JAPAN FOR SPECIFIC 
ASSISTANCE. JAPAN OPPOSES LDC DEMANDS FOR COMMODITY AGREEMENTS 
WHICH WOULD CARTELIZE TRADE, AND OTHER SCHEMES, 

SUCH AS DEBT MORATORIUMS, WHICH PROMISE BLANKET SOLUTIONS 
TO LDC PROBLEMS. ALTHOUGH FOR MANY YEARS JAPAN HAS 
OPERATED STRONG AID AND INVESTMENT PROGRAMS IN THE 
LDC'S ESPECIALLY IN EAST ASIA, JAPANESE CONTRIBUTIONS 
TO OFFICIAL DEVELOPMENT ASSISTANCE HAVE CREPT DOWNWARD 
IN THE PAST TWO YEARS TO 0.24 PERCENT OF GNP OR LESS. JAPANESE 
AID PROGRAMS HAVE OFTEN BEEN ORIENTED TOWARD ASSURING 
ACCESS TO RESOURCES AND MARKET DEVELOPMENT. LESS 
EMPHASIS ON IMMEDIATE OBJECTIVES AND A LARGER CONCESSIONARY 
ELEMENT ARE DESIRABLE. THE GROWING PROBLEM OF LDC DEBT 
MANAGEMENT, EXACERBATED BY RISING COSTS OF THEIR CRUDE 
OIL IMPORTS, ALSO INVOLVES MAJOR JAPANESE INTERESTS. 

FUKUDA WILL BE WELL INFORMED ON THAT TOPIC AND WILL 
PROBABLY SUPPORT COORDINATED MEASURES BY ADVANCED 
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COUNTRIES TO ALLEVIATE DEBT PROBLEMS. 

E) NUCLEAR TECHNOLOGY 

THE JAPANESE ARE MUCH CONCERNED ABOUT THE IMPLICATIONS 
FOR JAPAN OF THE NUCLEAR-FUEL-CONTROL PROPOSALS MADE 
LAST OCTOBER BY PRESIDENT FORD. JAPAN HAS LONG-TERM 
FUEL-REPROCESSING ARRANGEMENTS, WHICH HAVE BEEN YEARS 
IN THE PLANNING AND ARE KEY TO JAPAN'S ENERGY SUPPLY 
GOALS. THE GOJ WANTS ASSURANCE THAT THEY WILL BE FULLY 
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CONSULTED IF ANY NEW RESTRICTIONS ARE TO BE IMPOSED(SEE TOKYO'S 
1253). 

F) SALT AND ARMS CONTROL 

PRESIDENT CARTER'S EXPRESSED INTEREST IN INJECTING NEW 
LIFE INTO THE SALT NEGOTIATIONS AND OTHERWISE PURSUING 
ARMS-CONTROL MEASURES HAVE WHOLEHEARTED JAPANESE 
SUPPORT. THIS WAS EVIDENT IN THE FAVORABLE RECEPTION 
ACCORDED THE PRESIDENT'S COMMENTS THIS WEEK CALLING FOR 
A COMPREHENSIVE NUCLEAR-TEXT BAN AND RESTRAINT ON 
CONVENTIONAL ARMS EXPORTS. PRIME MINISTER FUKUDA IS 
LIKELY TO INDICATE HIS SUPPORT FOR US INITIATVES AND 
MAY REFER TO JAPAN'S OWN EFFORT, WHICH DIED ABORNING, 

AT THE LAST UNGA, TO STIMULATE AGREEMENT ON CONVENTIONAL- 
ARMS TRANSFERS. 
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SECRET SECTION 3 OF 3 TOKYO 1308 

FOR THE VICE PRESIDENT 
G) "NON-AGENDA" ITEMS 

FUKUDA HAS GIVEN NO INDICATION THAT HE INTENDS TO RAISE 
THE POSSIBILITY OF KOREAN TROOP WITHDRAW ALS-HE HAS PUBLIC ALLY 
DECLARED THIS TO BE A MATTER BETWEEN KOREA, AND THE US AND THAT 
JAPAN SHOULD NOT INTERVENE-BUT THIS IS VERY MUCH ON THE 
JAPANESE MIND. AND MAY WELL ENTER INTO THE VICE PRESIDENT'S 
CONVERSATIONS. IF SO, THE PRIMIN MAY PROBE JUST WHAT THE PRE- 
SIDENT HAS IN MIND. WHILE THE GOJ FEELS REASSURED THAT NO DECISIONS 
WILL BE MADE PRECIPITATELY OR WITHOUT FULL CONSULTATION WITH 
JAPAN, FUKUDA HAS ALWAYS BEEN A STAUNCH SUPPORTER OF A STRONG 
US MILITARY PRESENCEIN KOREA. IT IS POSSIBLE THAT HE WILL WISH 
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TO CONVEY HIS HOPE THAT ANY MEASURES WE MAY UNDERTAKE WILL NOT 
TURN OUT TO BE DESTABILIZING TO EITHER THE MILITARY 
OR POLITICAL SITUATION ON THE PENINSULA. 

A BILATERAL FISHERIES AGREEMENT NOW APPEARS TO BE ALL BUT CONCLUDED 
SO THAT WHAT MIGHT HAVE BEEN A MAJOR CONTENTIOUS BILATERAL ISSUE, 
PROBABLY WILL NOT BE ON FUKUDA'S AGENDA. 

THE POLITICAL BACKDROP 

4. THE VICE PRESIDENT'S MEETING WITH PRIME MINISTER 
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FUKUDA WILL TAKE PLACE AGAINST THE BACKDROP OF THE 
OPENING OF THE DIET ON JANUARY 31, A SESSION WHICH WILL 
CONFRONT THE PRIME MINISTER WITH HIS FIRST MAJOR 
POLITICAL TEST. HIS PERFORMANCE IN THE MONTHS AHEAD IS 
BOUND TO HAVE A SUBSTANTIAL INFLUENCE ON THE UPPER HOUSE 
ELECTIONS TO BE HELD IN EARLY JULY IN WHICH THE CONSER- 
VATIVES WILL BE FIGHTING TO PRESERVE THEIR RAZOR THIN 
MAJORITY IN THAT BODY AND FUKUDA TO PRESERVE HIS PERSONAL 
POLITICAL FUTURE. THE BUDGET OF COURSE WILL BE 
THE PRINCIPAL FOCUS OF DIET DEBATE, WITH THE OPPOSITION 
PARTIES EXPECTED TO PRESS FOR A LARGER TAX CUT THAN THE 
GOVERNMENT THINKS ADVISABLE OR NECESSARY. THE GOVERNMENT ALSO 
SEEMS CERTAIN TO FACE CRITICAL FIRE FROM THE OPPOSITION 
ON SUCH ISSUES AS SECURITY (I.E., THE IMPLICATIONS FOR 
JAPAN'S DEFENSE OF A POSSIBLE U.S. GROUND FORCE WITHDRAWAL 
FROM KOREA) AND RELATIONS WITH THE REPUBLIC OF KOREA, WHERE 
DEBATE WILL BE EXACERBATED BY SPECULATION THAT THE ROKG 
HAS MADE PAY-OFFER TO LIBERAL-DEMOCRATIC POLITICIANS. AND 
BY THE GOVERNMENT S EFFORT TO RATIFY THE LONG-DELAYED 
CONTINENTAL SHELF AGREEMENT WITH KOREA. IN RESPONSE TO DOMESTIC 
PRESSURES AGGRAVATED BY THE RECENT PROLIFERATION OF 
200-MILE CONSERVATION ZONES. THE GOVERNMENT RECENTLY HAS 
DECIDED TO EXTEND JAPAN'S TERRITORIAL WATERS TO 12 MILES 
BUT EXEMPTING FROM THAT REGIME TRADITIONAL INTERNATIONAL 
STRAITS. AS A RESULT OF THIS EXEMPTION, U.S. INTERESTS 
SEEM PROTECTED, BUT OPPOSITION ELEMENTS WILL STILL GIVE THE 
GOVERNMENT A HARD TIME FOR ALLEGED VIOLATION OF ITS 
PLEDGE NOT TO PERMIT NUCLEAR WEAPONS TO ENTER TERRITORIAL 
WATERS. FINALLY, THE FUKUDA GOVERNMENT MUST DEAL WITH THE 
DELAYED PEACE TREATY WITH THE PRC REQUIRED TO COMPLETE 
THE NORMALIZATION OF RELATIONS WITH PEKING. THE GOJ 
WILL BE LOOKING OVER ITS SHOULDER AT DEVELOPMENTS OF 
U.S. -PRC RELATIONS AS IT ADDRESSES THIS ISSUE. 

5. THE PRIME MINISTER'S PREOCCUPATION WITH THESE POLITICAL 
PROSPECTS, WILL IN NO WAY DETRACT FROM THE GREAT IMPORTANCE 
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HE ATTACHES TO THE VICE PRESIDENT'S VISIT, SATISFYING AS IT WILL 
HIS STRONG DESIRE TO ESTABLISH EARLY PERSONAL CONTACT WITH 
THE CARTER ADMINISTRATION AND DRAMATIZING JAPAN'S CLOSE 
ASSOCIATION WITH THE U.S., WHICH REMAIN THE KEYSTONE OF 
CONSERVATIVE FOREIGN POLICY. FUKUDA WILL WISH THE VISIT 
TO BE A RESOUNDING SUCCESS UNMARRED BY ANY INDICATION OF 
DISAGREEMENT OR DISCORD. SUCH A RESULT NOT ONLY WILL BE 
PERSONALLY SATISFYING TO THE PRIME MINISTER BUT WILL BE SEEN BY 
FUKUDA AND HIS GOVERNMENT AS A POLITICAL PLUS DOMESTICALLY 
AND BY ALL JAPANESE AS AN INSURANCE THAT THE U.S. ACCORDS TO JAPAN 
AN IMPORTANCE EQUAL TO THAT OF THE SEVERAL INDUSTRIAL DEMOCRACIES OF 
WESTERN EUROPE. 

HODGSON 
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